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NEW YORK—The Soviet

Union, for all its Communist :
be any'
babe in the woods on Wall

" philosophy, won’t

Street if it carries oug its
purported plan to
money by selling a massive

issue of bonds to private
U.S, investors,

In fact, the Moscow gov-
ernment’s emissaries  are
showing all the signs. of
turning into agile invest-
ment experts as they pre-
pare quietly for  their
maiden effort- ar
Communist investments to
capitalists, an’  cvent ex-
pected 1o take place in the
next few years.

Soviet -banks are hmng
experienced financiers from
“for big
salaries. Russian agencies
have bought stock in scores
of massively capitalistic U.S.
companies. And Kremlin of-
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sclling
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ficials have been showing .

warm Muscovite hospitality ™ -

to investment broketrs, of all
people.
The prospect of the Gunt
Russian bond issue—report-
‘edly ‘a vehicle " through
which the Soviet Union
would raise funds to pay for
expanded trade,. and for in-
vestments to develop the

“country’s vast .natural re-

sources—raises some jncon-
grudus prospects indeed.
What happens, {for in-
stance, to the old, defaulied
pre-World War I Russian im-
perial (“czarist”) bonds, for
which the Communist gov-
ernment has long since dis-
claimed responsibility?

Those bonds are still bouzht.

and sold on the market, at a

. through the:New York in--

_the United States, the So-

.States could mean revealing
state secrets in'a Commu-

‘1o determine
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fraction of their face vﬁlue, ?'_ 'gene‘rally required by the
SEC to provide such infor-
vestment  house mation as the history of the
Marks & Co. _ -nation, a description of its
Then there's the CIA, ho'p-'\/ form of governmenti and of
ing that the detailed reports Y. the party in power, Also

of Carl

: 'requirec.luf%l: any securities - contained in the prospectus
issue wi isgorge new seg- -, o mief
must be an economic picture

crots aboul the USSR 10 Seonomit b
Much information, under © e couniry—its gross na-

tional product, export-im-
port and other trade statis-

federal securities laws, must
be disclosed to the Securi-
ties & Exchange Commis-
sion in a prospectus inves
tors unfortunately have
nicknamed “red herring.”

Veteran investment bank-
er's here are puzzling over
bow the drarmaltic, unprece-
dented bond issue will be
handled. The planned size is
rumored to be hundreds of
millions of dollars. Litie is
known of the specifics; and
those who do have an in-
kling won't say much.

Like any other foreign
governrnent or corporation
secking to sell securities in

budget. So, unless the Amer-
icans bend the rules a bit in
the name of East-West rela-
tions, the Russians wouuld
be required to divulge infor-
mation never made publxc
befote
“It  certainly
problem for the Russians,”
says Abraham Zwerling, as-
sistant dircctor of the SIC
‘Division of Corporate Fi-
nance, the oifice which han-
dles between five and 10 for-
eign bond issues “in the
United States annually.
* But he concedes that even
the SEC will be traveling in
uncharted. waters  since
there has never been such
an issue by any Iron Curtain
country in the United
States. ] '
A major obstacle to any
" Russian bond sale is that
the Russians still owe the
United States $190 million
in World War I debts,
Then there's an old law
. known as the Johnson Act

viet Union will have to reg-
ister its intentions with the
Securitics & Exchange Com-
mission in the form of a pro-
spectus. And herein lies the
problem. What constitutes
full disclosure in the United

nist'nation.

A prospectus requires a
sccurities issuer to give suf-
ficient facts ahout its opera-
tions to enable purchasers
if the issue
constitutes a sound: invest-
ment. It must include favor-
able as well as detrxmental
information. - o

Foreign bond Iissuers are’

son, the late California sena-
tor). That law, passed in the
1930s, made it a criminal of-
-fense for any private person
fo purchase or sell govern-
ment’ securitics of a foreign
nation -when ' that nation is
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, tics and a breakdown of its-

will be a -

(named for Hiram W, John-.
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in default of a Ioan,from the
U government,
~Other nations are in de--

fanlt to the United States.
But the Johnson Act ivas

~amended after World War 11

to exempt members of the
International Monetary
Fund, Russia is not a mem-
ber of that organization.

“People won’t forget the’
defaulted bonds,” says chair-
man Warrren Ber] of Sutro
& Co., Inc., San Francisco.
“Investors have long memo- -
ries when it comes {o de-
faults.,”

According to Irwin Leven-
stein, an official of Carl
Marks, trading in the bonds
has been brisk lately, They
are trading at about $850 to

- 8100 per $1,000 face value.

That’s about double what
it was six weeks earlier,
Levenstein reports. He

~traces the price rise to ¢n-

thusiasm over the general
thaw. between the U.S. and
Rusgsia, the talk of the Rus:
sians floating a new issue

.and the possibility that the
. U.S.S.R.

might actually pay
off all or part of the czarist
obligations.

If the Russians do indeed
bring out the issue, they

~might not be quite as lavish

in their gratitude as the ca2ar
was after  his.  country
floated the 1904 bond icsue.

In the board roam of the
New York Stock Exchance
sits a huge malschite urn,
three feet hizh on a four.

‘foot high base, It bears the

czar's seal and wae given to
the exchange in 1907 in arat
itude for the successful fin.
tation _of the ill-fated §75
million issue.
“It's -the most expensive -

vase in the world,” jokes a
Big Board official.
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